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Theexclusiveprivilegesofcorporations, tatutesofapprenticeship, andall thoselaws
whichrestrain, inparticularemployments, thecompetitiontoasmallernumberthan
mightotherwisegointothem,uareasortofenlargedmonopolies, andmay
frequently, foragestogether, andinawholeclassesofemployments, keepupthe
marketpricesofparticularcommoditiesabovethenaturalprice, andmaintainboth
thewagesofthelabourandtheprofitsofthestockemployedabouthemsomewhat
abovetheirnaturalrate.  flushright 
Introduction
Theself-regulatingprofessiondisplaysasubstantialdiscretiontorestrictentryinthemarket;
indeed, it isoftensuccessfulin imposingadditionalrequirementsintermstrainingprogramsand
humancapitalandplaysanactiveroleintheselectionofperspectivecandidates. Therationale
forthatliesinthefactthatactiveprofessionalsshouldbebettersuitedtoestablishthe
educationalprofilesandtoevaluatethequalityoftheapplicant. Comparativeevidenceabout
legal, accountancy, andingeneeringprofessionalservicesclearlyindicatesthathisinstitutional
arrangementisprevalentacrosscountries; furthermore, l gislationoftenallowstheprofessionsto
operateinnon-competitiver gimes(OCDE1995).
StartingfromtheseminalworkbyFriedmanandKuznets(1945), economistshaveraisedthe
issuewhethertheseinstitutionalbarrierstoentryweresuccessfulnotonlyinpreservingthe
averagequalityofthemember, butalsoinraisingtherateofreturnoftheprofessionupto
supernormallevels. In thiscase, self-regulationcouldlimitcompetitionwithintheindustryand
raisetheconcernofantitrustauthorities. SomestudieshavecollectedevidencethatheAmerican
MedicalAssociationrestrictedthesupplyofphysicianslobbyingsuccessfullytoreducethe
numberofaccreditedmedicalschools(Curran1993). Inarelatedstudy, Becker(1986) has
shownthatadditionalrequirementstendtoincreaseprofessionalincomesandsomestatesare
morepronetobeÒcapturedÓthelowerisvoterparticipationi elections, thehigheristhelevel
ofeducation. Thisallowsalargerepresentationofconsumerinterestswithinthelegislature.
Sometestshavebeendevelopedtoestablishalsothewelfare ffectsofadmissionpolicies;
analysingincross-sectionUSstates, Svorny(1987) hasfoundanegativecorrelationbetweenthe
numberofphysiciansandthelevelofqualificationimposedbyregulation. Interpretingthe
formerasaproxyfortheequilibriumdemandforprofessionalservices, amorerestrictive
regulationhasreducedconsumersurplus; indeed, consumersdidnotincreasedemandespitethe
higherqualificationofoperatingprofessionals.
Whiletheeffectsof inputregulationhaveraisedtheattentionofeconomists, quite
surprisinglytheeconomicliteratureaboutheimpactonthecompetitivenessoftheindustryof
admissionratesisverylimited. Boardsgenerallydisplaysubstantialcontrolonthepass-to-fail
ratiothatmayrevealapowerfulinstrumenttomanipulatehesupplysideofthemarketand
generateundue conomicrents. AsMaurizi(1974) hasshown, alargenumberofself-regulating
professionsfailureratesappeartobecorrelatedtoprevailingeconomiconditions. Demand
fluctuationsseemindeedresponsibleofamanipulativeactivitybytheBoards: admissionsare
restrictedtorespondtoadecreaseinactivityortoprolongaperiodofhighincomesdueto
expantionarydemand.
Aimofthepresentpaperisessentiallytwofold; first, wetrytocarryoutadescriptiveanalysis
ontheItalianaccountancymarket. In thisareatheurgeforquantificationiscompelling, since
separatefiguresfortheprofessionalservicemarketarenotreportedonnationalaccount
statistics. Second, webuildtwodifferentspecificationsofadynamicpaneldatamodelforthe
demandandsupplyforaccountancyservicestakingexplicitlyintoaccountadmissionratesasa
crucialdeterminantsfortheequilibriumemerginginthemarket.
Twomajorstylizedfactsemergefromthedescriptiveanalysis: first, theconvergenceinthe
lastyearsinincomesofthetwoprofessionsoperatingwithdifferentlicensurerequirements,
namelyRagionieriandCommercialisti; second, theexistenceofasubstantialearningdifferential
betweenthetwoprofessionsdespitetherecentrends. Weclaimthatherateofentry, andin
particular, theadmissionpolicyintheprofessionimplementedachyearbyBoards, provides
someinterestinginsightstoexplainthisevidence.
Fromanempiricalanalyisinadynamicsetting, weobtainthefollowingresults: first, lagged
admissionratesrepresentanimportantfactortoexplainprofessionalincomes. Inparticular, we
findastrongnegativecorrelationbetweenthetwovariables, confirmingtheviewthat
institutionalbarrierstoentryaresuccessfulincreatingeconomicrents. Second, andmaybemore
importantly, admissionratesareanendogenousvariableanddeeplyinfluencedbypastlevelof
incomes.
Indeed, anegativecorrelationbetweenadmissionratesandaccountants’ incomemight
indicatethatconsumersarejustpayinghigherpricesforamorequalifiedservicethatis
warrantedbyprofessionalswithhigherskills, namelythosegivenwhosurvivedthehard
selection. In thiscase, theanti-competitiveeffectof institutionalbarrierstoentryhastobe
weightedwiththeincreaseinconsumersurplusduetothehigherqualityofthegoodexchanged.
OurfindingsprovidesomeevidencethatonaveragetheadmissionpolicybyBoardismore
influencedbypastmarketconditionthanbytheaveragequalityofthecandidate. Furthermore,
despiteourresultarefarawaytobeconclusive, wesuspectthat, whereimplemented, the
quality-inducingpolicyviaentryrestrictionhasfailedtorestorefficiencyinamarketpervaded
byinformationasymmetries.
Thepaperisorganisedasfollows: section2providesadescriptiveanalysisoftheitalian
marketforaccountancyservicesandcharacterisesthedetailsoftheinstitutionalsetting; section3
presentsourspecificationforthemarketforaccountants; section4presentsheempiricalresults
ofourpaneldatasimultaneousequationsestimation. Section5concludes.
The accountingprofession in Italy
In thissectionweprovideabriefanalysisoftheworkingofthemarketforaccounting
servicesovertheperiod1980-91. In Italysuchservicescanbesuppliedbyprofessionalsenrolled
intwoprofessionalbodies(RagionieriandCommercialisti). Themaindifferencebetweenthe
twobodiesconcernsthelengthoftheacademiccurriculumrequiredinordertobeallowedto
practice. In theperiodunderobservationtobecomeaCommercialistaonehadtogetafouryears
universitydegreeinEconomicsandthentopassanexaminationtosomeextentcontrolledbythe
professionalbody, whiletobecomeaRagionieretherewasnoneedforanyuniversityeducation
but, inordertobeadmittedtotheprofessionalexam, threeyearsofworkingexperiencewere
required. footnote 
Oncetheprofessionalexaminationispassed, thenewprofessionalscanenterthemarket
withoutfurtherconstraintsintermsofregionalquotasorfreedomofsettlement- asit isthecase
forotherprofessionsinItaly(e.g. publicnotaries) -. Moreover, excepttheaboveinstitutional
differencesintheeducationalrequirements, heregulatoryregimedoesnotforeseeanyother
limitforeitherprofessioni dealingwithspecific lassesofclientsorinprovidingsometypesof
services. Asaconsequence, thereisnofunctionaldistinctionbetweenthemarketsforthetwo
professionssuchasthereis inEnglandandWalesbetweensolicitorsandbarristers. footnote 
In thisrespect, heItalianmarketforaccountingservicesandthetwoaforementioned
professionsundoubtedlyrepresentsagoodsettinginordertotesthehypothesisaccordingto
whichself-regulatingprofessionalbodieswhicharegivendiscretionovertheprocedurestoenter
themarket, endtouseitnotinraisingthequalitylevel, butinraisingtheincomelevelofthe
membersoftheprofession.
Trends in thetwo professions
Thefollowinganalysisdrawsfromtwomaindatasets. ThefirstistheArchiviodelle
ProfessionibuiltbyINPS, theItalianstate-ownedcompanymanagingthecompulsorypension
schemes. ThearchivioincludespersonaldataandreportedincomesofalltheItalian
professionalsfrom1980to1991. footnote AsyoucanseefromFigure1, overtheperiod, the
cumulativenumberofrecordsforthetwoprofessionshereunderinvestigationhasbeenbetween
20,000and37,000.
Thesecondataset, ANCITEL, includesabout250socio-economicvariablesatthe
city/townlevel(about8,500observationsforeachyear). Suchdataarecollectedfromseveral
officialsourcesuchasISTAT (thenationalagencyforstatistics, BankofItaly, theMinistryof
Finance, otheregulatoryagencies, providersofpublicservicesuchastelephoneservices,
electricity, etc.). Thissecondatasetisusedinordertobetterunderstandhowtheeconomic
fundamentalsofthemarketforaccountingservicesarerelatedwiththeeconomicstructurein
whichareprovided.
ThetwoprofessionsunderinvestigationareinthemiddlerangeoftheItalianprofessionsas
forthenumberofregisteredmembers. Togetacomparativeidea, thelargestprofessionisthatof
medicaldoctorswithsome300,000registeredmembersin1991ofwhommostareemployedin
theNationalHealthService, followedbytheengineers(100,000), andbythelawyers(60,000).
Muchsmallerprofessionalbodiesarethearchitects(9,000) andthepublicnotaries
(4,000). footnote 
AsonecanseefromFigure1, CommercialistiandRagionieristartedfromaverysimilar
membershipin1980(approximately10,000) withtheCommercialistil ghtlybelowthe
Ragionieri, butthenfollowedadifferentpatternofgrowthintheperiodunderobservation. By
1991, theRagionierieachedabout15,000, whiletheCommercialistiwentuptoover22,500
(about4over1,000people). Thisdifferenceisparticularlyremarkableif onerecallsthathetwo
professionscansupplypreciselythesametypeofservicesandthathereisnopublicregulation
onentryexceptthatdelegatedtotheprofessionalbodies. Moreover, amongtherapidlygrowing
serviceindustries, themarketforaccountantswouldnotappeartobesubjectedtotechnological
changesofsuchmagnitudeastojustifysucharapidshiftfromonekindofsuppliertoanother.
Forthesereasonsoneis ledtolookforinstitutionalexplanationsofsuchalowinitial
proportionofaccountantswithauniversityeducation. In thisrespect, hereareperhapstwo
institutionalfactorswhichmightexplainsuchdifferences: First, onthesupplyside, Italyonlyin
thelate’70sandearly’80s, haswitnessedalargeincreaseintheuniversitypopulationduetothe
reductionofthefeesandtoamassiveincreaseinthesupplyofcoursesinthepublicuniversities.
Therefore, atthebeginningofthe’80stherelativelylowproportionofaccountantswitha
universitydegreecanbeexplainedmainlyreferringtoagenerallylowshareofpopulationwitha
universitydegree. Second, onthedemandside, theItalianaveragefirmsizeismuchsmallerthan
thatprevailinginotherdevelopedcountries(Barca1992). Onitsturnthissmallscaleeffecthasa
negativeinfluenceonthedemandforhighlyspecialisedaccountingservices.
Takingintoaccountthesetwoinstitutionalfactors, however, onecanonlypartially
understandthedifferencesingrowthratesofthetwoprofessionsinFigure2. Indeed, whilethe
reductioni theopportunitycostofgettingauniversitydegreecanexplaintheconstantlyhigher
growthratesoftheaccountantswithsuchadegreeduringthe’80s, sincetheuniversityreform
takestimetoaffecthemarketforprofessionalservices, it is lesscleartheimpactofthesecond
factor. Indeed, theItalianindustrialstructurehasnotexperiencedmajorchangesasforthe
averagesizeofthefirmbeforeorduringtheperiodunderobservation. Thismeansthatherehas
notbeenastructuralshiftinthedemandofservicesrequiredbythefirmsinconsequenceofa
morecomplexorganisationalstructure. It followsthathedifferencesinthegrowthratesareto
beexplainedmainlywithsupplyvariablesorwithagrowingdemandformoresophisticated
accountingservices- whichmightexplainanincreaseintheproportionofCommercialistiover
Ragionieri.
Inadifferentperspective, Figure2showsthatbothgrowthratesdeclineovertheyears, with
theCommercialistitartingover8%andendingupatlessthan6%, andtheRagionieristarting
notfarfrom5%anddecliningtolessthan3%. Thetworatesarecorrelated, butbynomeans
perfectlyso. Indeed, theCommercialistiw tnessarelativelyhighrateofentry(over8%) till
1988, andthendeclineswiftlytoafinallevelbelow6%, whiletheRagionieriarecharacterised
byamuchsmoothert endinthegrowthrates.
ThedropfortheCommercialisticanbeinterpretedasthebeginningofaperiodinwhich,
afterabout10yearsinwhichthesupplyofaccountantswithadegreehadgrowntocompensate
thepreviouscarcity, themarketadjustedtoalowerequilibrium. Alternatively, thedropinthe
growthratescanbeseenasasignalofagreatercontroloftheprofessionalbodyoverentry. The
rationaleforthisbehaviourcanbeseeninthegrowingcompetitioni themarketforaccounting
services. Incomparison, theentryfortheRagionierifollowsamuchsmootherpatternpossibly
forsymmetricreasons: therehadbeennocomparableshockonthesupplysidedueto
institutionalreasons, andthereforetherewaslessurgetotakemeasureinordertorestrictentry
afteralargeinflowofnewmembers.
Regionaldistributionof professionals
In thissectionwelookattheregionaldistributionoftheprofessionalinordertoseewhether
theyactuallyoperateindifferentmarketsintermsofeconomicfundamentalslthoughwehave
seenthatheyarenotlegallyseparated. ThisisbecauseinItaly, eachlargearea(North, Centre
andSouth) hasdistincteconomicfeatureswhichtosomeextentmayprovideinsightsonthe
functionalcharacteristicsofthetwoprofessions. Inparticular, wewill provisionallyassumethat
thereareatleastwocomponentsinthedemandforaccountingservices. Firstabasicdemand
expressedbyindividualsandverysmallfirms, anddistributeduniformlyacrossregionsand,
second, amoresophisticateddemandexpressedbylargerfirmsorfirmsoperatingin
internationalmarkets.
InFigure3theItalianregionsaregeographicallyrankedonthehorizontalaxisfromNorth
(left) toSouth(right). ThemoreheavilyindustrialisedNorthernregionswitnessonlyaslightly
higherdensityofRagionierithantheSouthernones. In thisrespectthehighestdensityof
RagionieriistobefoundintheregionsoftheCentrewhicharecharacterisedbyalargenumber
ofverysmallfirms.
A ratherdifferentpicturemergesintheregionaldistributionoftheCommercialisti. Withthe
exceptionofLazio- theregionwhichincludesRome, andthereforealltheMinistriesandthe
centralbureaucracies- themoreindustrialisedNorthernregionswitnessamuchhigheraverage
densitythantheCentral, andespeciallytheSouthernones.
If onelooksatthedifferencebetweenthedensityofCommercialistiandofRagionieriasa
proxyforthesizeofthemarketforspecialisedaccountingservices, thedatasummarisedin
Figure3clearlysupporttheideathatsuchamarketexists, andthatisheavilyconcentratedinthe
Northernregionswherefirmsneedmoresophisticatedprofessionalservices.
The distributionof income
Aswehaveseen, inthe’80sRagionieriandCommercialistiexhibitedquitedifferentgrowth
rates, withtheCommercialistiincreasingmorerapidlythantheRagionieriandcoveringmore
specialisedareasofthemarket. Thesetwoeffectshouldhaveplayedsomeroleinexplainingthe
trendsoftheincomelevelsforthetwoprofessionsasshowninFigure4.
SuchtrendsareclearlysymmetricwithrespecttothoseofthemembershipshowninFigure
1. FortheCommercialisti- whosenumbermorethandoubledintheperiod- theaverageincome
wentupfrom40millionsin1980tonearly50millionsin1991. footnote FortheRagionieri-
whosemembershipgrewlessthan50%overthe12yearsperiod- theaverageincomewentup
from23millionstoover50millionsin1991, overcominginthelastyearthatofthe
Commercialisti.
ThecomparativegrowthoftheincomesoftheRagionieriisquitesurprisingeveninrelation
withotherprofessions, anditcanhardlybejustifiedonlyintermsoftheparticularlyowrateof
entryintheprofession. Indeed, inFigure3weseethatheRagionierionaveragesupplyrather
traditionalccountingservicesinamarketinwhichtheCommercialistihouldfacenoproblems
incompetingformarketshares. OnewouldhaveexpectedthatheRagionieriweretobeless
abletodefendtheirincomesfromthecompetitionofthemembersoftheotherprofessionwho
arebettertrainedandcanoffermorehighlyqualifiedservices. As theoppositeisthecase, oneis
ledtointerpretthesepreliminarydataasprimafacieevidenceinfavoroftheideathathedegree
ofinstitutionalcontroloverentryisnotanirrelevantfactorinexplainingtheprofitabilityofthe
marketsforprofessionalservices.
However, thereisatleastanotherinstitutionalfactorwhichmustbeconsideredinorderto
evaluatethisinverserelationbetweenrateofentryandincomelevels. Thedemandforbasic
accountingservices- morelikelytobeprovidedbytheRagionieri- isexpressedbysmallfirms,
whichafter1983havebeensubjectedtoanewfiscalsystemwhichmadelessprofitablenotto
includethefeesfortheaccountingservicesintheincomereport. Onitsturnthisnewincentive
forsmallfirmstoaskforaregularfiscalreceiptfromtheRagionieriforcedthelattertoincrease
theirreportedincome. Suchchangeinthefiscallegislationwouldhavelittleornoeffecton
largerfirmswhoweregivenrelativelystrongincentivestoreportheiraccountingfeeseven
before1983.
Theabovehypothesisi atleastpartiallysupportedbythedatashowninFigure4, asoneof
thesub-periodsofmoredramaticgrowthinthelevelsof incomefortheRagionierioccurs
preciselyin1984and1985, thatisrightafterthechangeofthefiscallegislation, andasthat
periodisfollowedbytwoyearsofslightlydecliningincomes. However, asimilarargumentdoes
notapplytoexplaintheupwardtrendobservedin1987. Therefore, atleastforthelate’80s, asa
possiblexplanationforthedifferencesinincometrendswesetforthaconjectureintermsofa
differentadmissionpolicywhichwill befurtherexplainedinsection3.7.
The regionaldistributionof incomes
SincetheItalianmarketisclearlydifferentiatedalongthegeographicaldimension(see
Figure3) somemorerelevantinformationmaycomefromtheanalysisoftheregional
distributionoftheincomelevels. Thisfortwomainreasons. First, becausethehighertheaverage
incomeinagivenregion, thehighertheopportunitycostofenteringtheprofession. Second, as
wehaveseen, becausethedegreeofeconomicdevelopmentseemstobeincloserelationwith
thetypeandqualityoftheprofessionalservices.
Tothatpurposeweshowtheregionaldistributionof incomesinthefirst(Figure5) and
second(Figure6) partoftheperiodunderobservation. Duringthefirstperiod, theincome
differentialbetweenCommercialistiandRagionieriisstillratherevidentandisalmost
completelyconcentratedinthemoreheavilyindustrialisedNorthernregions. In thesecond
periodsuchdifferenceshavevirtuallydisappeared, andthecatchinguphastakenplacealmost
completelyintheNorthernregions. Thisseemstoindicatethatintherichestareasofthecountry,
wherethelargerfirmsoperate(andthereforewherestrongershouldbethedemandformore
specialisedaccountingservices), therehasbeenacompetitiveedgeoftheprofession
characterisedbyalowerlevelofhumancapital.
In thisrespecttheconvergenceof incomesbetweenRagionieriandCommercialistiisnot
surprisingonlyinitselfbecauseoftherelativelyshortperiodinwhichhastakenplace, butalso
becauseitseffectsaremoreevidentinthoseregionswhereonewouldhaveexpectedthe
oppositetrendtoprevail.
Forthislackofaconvincingexplanationoftheaboveconvergence, inthefollowingsections
wewill trytoidentifyotherfactorswhichmaynotbeobservableattheregionallevel, butwhich
mightshedsomemorelightonthiseffectatthecity/townlevel. However, workingontheresults
ofthepreviousections, evenatthatmoredisaggregatedl vel, wewill necessarilytakeinto
accounttherateofentryinthelocalmarketasoneofthemaincandidatesinordertoexplainthe
differenttrendsinincomes.
Entry and theprofitabilityof the local market
TheplotsinTable1 footnote describetherelationshipbetweenthecumulativeentryrate
overthe12yearsperiod footnote andtheaverageprofessionalincomes. Thelocalareasare
sortedinto4classeseachincludingonefourthofthetotalareasfromthelowestincomelevel(1)
tothehighest(4). Asonecansee, forbothprofessions, theanalysisofthelocalmarketsconfirms
theratherneatinverserelationshipbetweenentryrateandincomelevels.
As fortheCommercialistithecumulativeentryrateis74%forthelowestincomeclass, and
goesdowntoabout55%forthehighestincomeclass. Moreover, whilethemedianentryrateis
wellabovethemeanforthefirstthreeincomeclasses, itbecomeslowerforthehighestone. This
indicatesthatbyfarthemajorityof localareaswithhighincomesisalsocharacterisedbyyearly
entryratesofabout48%.
InTable1oneshouldalsonoticethatheinterquartiledifferentialincreasessignificantly
goingfromthelowerincomeclasstothehigherones. Thislargervarianceinthelocalmarkets
withhighincomesismainlyexplainedbydifferencesinthefirstpartofthedistributionofthe
entryrates. Indeed, inclass4thefirstquartileisatacumulativeentryrateof20%, whileinall
otherclassesisabove50%. Thismeansthathegreatestproportionof localareaswithverylow
entryratesisalsocharacterisedbyhigherincomelevels.
A ratherdifferentsketchemergesfromTable1lookingattheincomedistributionforthe
Ragionieri. Firstofall, andnotsurprisingly, therateofentryisonaveragelowerthanthatforthe
Commercialistiinallincomeclasses. In thisrespect, inclasses1and4onehalfofthelocal
marketsfeaturesazeroentryrate, andinclasses2and3onefourthrespectively. However, the
maindifferencewiththeCommercialistiis inthelackofaclearnegativerelationshipbetween
incomesandaveragentryrates, maybeduetotherelativelylongperiodunderobservation. This
wouldpointtoaminorrelevanceofentryindeterminingtheincomelevelsinthelocalmarkets
asfarastheRagionieriareconcerned.
Summingup, theanalysisoftheentry-incomerelationinthelocalmarketsupportsthe
evidenceofthepreviousectionsattheregionalandnationallevelasforanegativerelationship
betweenthetwovariables. SuchevidenceishoweverlesscontroversialfortheCommercialisti
whoseincomeseemmoreheavilyaffectedbytheentryofnewcompetitors. RecallingFigure2,
onecansaythatheconvergenceb tweeni comelevelsmightbemoreduetothelackofcontrol
onentryonpartoftheCommercialistiratherthanasuccessfulpolicyofentryrestrictionbythe
Ragionieri. Hence, thelowrateofentryfortheRagioniericanbealternativelyexplainedasmost
potentialentrantselectedtoinvestinhumancapitalanticipatingahighereturnanddiscounting
alowercostofhighereducation.
Age-earningprofiles
Thelattercommentspositthequestionoftheprofitabilityoftheinvestmentinhigher
education. It isthenimportanttocomparethemaindifferencesintheearningprofilesofthetwo
professionsobjectofthecurrentanalysis.
InTable2weshowthedistributionof incomes(alongtheverticalaxis) indifferentclassesof
age. Theageclassesarebuiltsplittingthemembershipinfourclassesofequalmembership, and
givingeachmembertheagehehadin1986, themedianyearoftheperiod. Accordingly, thefirst
quartileoftheagedistributionfortheCommercialistiisat28, themedianat38, andthethird
quartileat47, whiletheanalogousvaluesfortheRagionieriare4to5yearshigherwiththefirst
quartileat33, themedianat41, andthethirdquartileat51. Inotherwords, thehighentryrates
oftheCommercialistihadaclearimpactontheagestructureofthemembership.
Inordertobetterunderstandhowthisdifferentagestructureinfluencestheincomesatthe
locallevel, inTable2onecanalsoobservetheincomedistributionsforeachclassofage. Forthe
Commercialisti, heaverageincomelevelinthefirstclassisrelativelylow(about25millions),
butgrowingrapidlyover50millionsinthesecond, andreachingthehighestlevelinthethird,
afterwhichtheincomefallsbacktoabout60millions.
TounderstandthedifferencesbetweenCommercialistiandRagionierionemustkeepin
mindthatforthelatterprofessiontheageclassesareshiftedforward4to5years. Takingthis
intoaccount, oneisnotparticularlysurprisedtodetectonlyrelativelysmalldifferencesinterms
ofaverageincomecomparingsimilarclassesofage. However, if onelooksattheincome
dynamics, onenoticesthathereisamuchsteeperascendingtrendfortheCommercialistithan
fortheRagionieriintermsofbothmeansandmedians.
Thisdifferenceisnotatallsurprisingwhenonetakesintoaccountthedifferentlevelof
humancapitalavailableforthemembersofthetwoprofessions. Indeed, theRagionieriinclass1
(agebelow33) havealreadyaconsiderableworkingexperience(theyenterthemarketon
averageat22), andthereforehavehadthepossibilitytoestablishrelativelystrong
client-professionalrelationshipsorinotherwordstosecurearelativelystablemarketshare. On
theotherhand, theCommercialistiinclass1(lowerthan28) whichenterthemarketonaverage
at25havetooashortimetoestablishtheaboverelationships, andthereforetoreapthereturns
fromthehigherinvestmentinhumancapital. WhentheCommercialistireachapproximately35
yearstheiraverageincomesareverysimilartothoseoftheRagionieri, andwhentheygetover
40theiradvantagestartstowiden.
Summingup, althoughtheCommercialistihaveadelayedentryduetothehigher
requirementsintermsofhumancapital, therateofreturnonsuchcapitalseemtobesignificant
eveninthefirsttenyearsoftheirprofessionallife. It followsthatheentryofnewprofessionals
inthemarkethasarelevantnegativeffectontheaverageincomeofthecompetitors.
Thevarianceoftheincomedistributiondifferssignificantlyovertheclasses, withthe
youngerprofessionalswithaninterquartiledifferenceof lessthan25millions, whileintheother
classesthedifferentialisover50millions. Thisclearlydependsontheprocessofspecialisation
whichtakesplaceastheworkingexperienceaccumulates, andwhichexplainswhythevariance
fortheRagionieriinthefirstclassis largerthanfortheCommercialisti. Moreover, thedegreeof
asymmetryinthedistributionisquitedifferentacrossclasseswiththefirsttwowithamuch
greaterdensityof incomestowardsthelowerendofthedistribution(themedianisfarbelowthe
averagevalue). Onlyfromthethirdclassonwardsbothprofessionsassumeamoresymmetric
distributionwhichsignalthatmostmembershavereachedahigherdegreeof incomestability.
In thissectionwehavecommentedonevidencerelatedtotheearningprofileinthetwo
professionsunderobservation. Suchevidencehasmadeitclearthatwhileit takesaboutenyears
ofprofessionalctivityfortheCommercialistitoovercometheincomelevelsoftheRagionieri,
theformermanagetoreachrelativelyhighincomelevelinashortperiodafterentry. Thispoints
tothefactthatheentryofnewprofessionalsrepresentsanimmediatecompetitivethreatfor
thosealreadyestablished.
In thisrespect, Table3showstheaverageincomesinthefirst8yearsofprofessionallife. For
theCommercialistithereisasteadygrowthoftheaveragevalue, andamuchsteepert endofthe
median. Asaresult, theincomedistributionwhichstartsveryasymmetricwiththeaverage
valuesalmostwiceaslargeasthemedian, becomeprogressivelylessskewed, sothatinthe
eighthyearofprofessionthedifferenceis lessthan2millions. Thisisduetothefactthatatfirst
yearsofprofessionallifeveryfewnew-comersucceedinreachingrelativelyhighlevelsof
incomewhilethevastmajoritystaysatverylowlevels. Oncetheprofessionalsgetmore
established, uetothequasinormaldistributionoftalentsanddisutilitiesfromwork, the
distributionof incomestendtobecomemoresymmetricaroundthecentralvalues.
Furthermore, asthemean-mediandifferentialgetssmaller, theinterquartiledifferential
becomesmuchlargerpossiblyduetoaprogressiveprocessofspecialisationa ddifferentiation.
Alongsidethisprocess, thefirstquartilegrowsatamuchsloweratethanthethirdquartile
signallingthepresenceofaconsistentminorityofnewprofessionalswhichis lefttothemargin
bythecompetitiveprocess.
ThenewRagionieristartfromslightlyhigherincomelevelsinthefirstthreeyearsof
professionallifeandwitnessthereaftersloweratesofgrowth. Whatmakesthecaseofthe
Ragionieriparticularlyinterestingisthathemean-mediandifferentialisnotclosingupeven
afterarelativelyhighnumberofyearsofprofessionallife. Thisismostlyduetotheveryslow
growthofthefirstquartile(alargegroupischaracterisedbyverylowincomelevelswithrespect
tothemeanoftheprofessionalsofequalexperience) andpointstothefactthatheareaof
professionalswhicheitherareworkingonlypart-timeorareatthemarginofthecompetitive
process.
Admission ratesat theprofessionalexaminations
If theeducationalrequirementsaremet, toenterthemarketacandidatemustpassa
professionalexamination. Althoughtherulesofsuchexaminationsdovaryextensivelyacross
professions, onaveragetheexaminingbodyismadeof40%ofrepresentativeoftheprofessional
bodies, 40%ofcivilservantsand20%ofuniversityprofessors. However, asmanyuniversity
professors, andsometimesvensomecivilservantsarealsoinvolved, directlyorindirectly, as
suppliersinthemarketforprofessionalservices, theprofessionalbodiesmanagetokeepahigh
degreeofcontrolovertheadmissionrates.
Theevidencepresentedinthepreviousectionshasfocusedonthelinkbetweeni come
levelsandentryratesasmeasuredbytheactualearningsreportedbythenewprofessionals. It is
howeverclearthatherateofentryisdeterminedbymanyeconomicandinstitutionalfactors,
amongwhichisnotatalleasy, atthisstageoftheanalysis, tosingleoutthespecificroleplayed
bytheprofessionalbodiesinestablishinghigherbarrierstoentry.
In thisrespect, wewereabletocollectsystematicdataonlyfortheCommercialisti, whose
professionalexaminationisorganisedbytheFacultyofEconomicsoftheStateUniversities. The
datarefertotheperiod1984-1991andto15Universities. Figure7showstheaverageadmission
ratefortheprofessionalexaminationofCommercialistiovertheaforesaidperiodandtheaverage
incomeoftheCommercialistiinthecitieswheretheexaminationstakeregularlyplaceevery
year. footnote InFigure7oneobservesaclearinverserelationbetweeni comelevelsand
admissionrates. Thecitieswithlowestaverageincomesarethoseinwhichtheadmissionrates
arehigher. Moreover, thisrelationbecomesonaveragemoreclear-cutastheincomelevelsget
larger, withtheonlyexceptionofUrbino. footnote 
Inordertofindmoreevidenceonthispoint, andrecallingthatheCommercialistireduced
substantiallytheirentryrateafter1988(seeFigure2) itmightbeusefultolookatthetrendofthe
admissionratesbetween1984and1991. FromFigure8onecanseethathelastyearfeaturing
relativelyhighadmissionratesis1987. Afterthatyear, thereisacleardecreaseintheadmission
ratesothatheaverageratefortheperiod1984-87is29%whilethesameaverageforthe
period1988-91is24%. Wethenconjecturethatheprofessionalboardsarerespondingtothe
decliningincomesincreasingtheleveloftheinstitutionalbarrierstoentry.
ThedatafrombothFigures7and8- althoughratherough- makeithardtoacceptprima
facietheideathatsuchsystematicdifferencesintheadmissionratesoverarelativelylongperiod
arepurelytheresultofdifferencesinevaluationproceduresand/orinthecandidates’
performances. Thisnotwithstanding, theabove videnceisdifficultointerpret, becauseit isnot
clearinwhichdirectiononemightestablishacausallinkbetweenthetwovariablesorif thereis
amutuallyreinforcingrelationship. Thehigherincomelevelsmightbetheresult- amongother
factors- ofamorerestrictiventrypolicytokeepahighqualitystandardintheprofession,
and/ortheadmissionratescouldbeseenastheresultofadeliberatestrategyoftheprofessional
bodiestokeepthoseincomeshigh.
Evenif weassumethathereisamutuallyreinforcingrelationbetweenadmissionratesand
incomes, therearefurtherinterpretativeproblems. Whileitmightbesensibletoassumethatin
areaswhereprofessionalincomesarehighertherearehigherincentivestodeterentry, it isnot
completelyclearwhyprofessionalbodiesinlowincomeareashouldbelessreadytodefend
theirincomesbyrestrictingentry. Onepossibleinterpretationisthatif thecosttokeepouta
candidateisfixedthebenefitstodenyaccesstothemarketarehigherwhentheperspective
candidateswill swiftlyreacharelativelyhighincomelevel. footnote 
Thedescriptiveevidenceshownsofarrepeatedlypointsouttoastrongnegativerelationship
betweenratesofentryinthelocalmarketsandprofessionalincomes. Thisisparticularlytruefor
thatprofession(theCommercialisti) forwhichthereisaneedtoinvestmoreheavilyinhuman
capitalbecausetheearningprofilerisesratherapidlyafterentry. Moreover, wehaveseenthat
theabilityoftheprofessionalbodiestocontrolentrymightbeacrucialvariableinorderto
stabiliseincomesatahigherlevel. Onthisbase, innextsections, wewill estimateademandand
supplymodelofthemarketforaccountingserviceswherewealsotreatheadmissionratesatthe
professionalexaminationsa anendogenousvariable.
The marketfor Commercialisti
WeestimatetwodifferenteconometricmodelsforthemarketforCommercialisti; hefirstis
asimultaneous-equationsmodelforthedemandandsupplyinwhichadmissionratesinthe
professionareconsideredexogenous. Thesecondspecificationtakesexplicitlyintoaccountthe
possiblendogeneityofthisvariableinathreesimultaneous-equationssystem.
A demandand supply model
Thedemandandsupplyequationforaprofessionalservicecantakemanyform; it is
howevercustomaryintheliteraturetoconsiderthenumberofprofessionalndtheirincomesas
proxiesforquantitiesandpricesofprofessionalservicesrespectively(Pashigian1977, Noether
1986, KantorandLegros1993). Wethereforeproposethefollowingmodel:
yit = J0 + J1qit +>
j=0
2
J2+jaiÝt?jÞ + J5v Xit + Oit
yit = K0 + K1qit +>
j=0
2
K2+jaiÝt?jÞ + K5v Zit + Rit
  #   
  #   
Equation(1) representsthestructuralformofasemi-loginversedemandfunction, whereyit
isthe(natural) ogofCommecialistiincomes, qit thenumberofactiveCommercialisti, ait the
admissionrates, Xit thevectorofexogenousdemandeterminants, andOit theerrorterm.
Equation(2) describesthesupplysideofthemarket, whereZit isthevectorofexogenoussupply
determinantsandRit theerrorterm; yit andqit arethereforetheonlyendogenousvariablesinthis
system. Subscriptsrefertocross-sectionalunitsobservedattimet.
Thisspecificationdeservessomecomments. If accountancyservicesareanormalgood, we
wouldexpectadownwardslopingdemandcurve, butwedonothaveanyapriorireasonto
excludethatitcouldexhibitnonstandardfunctionalforms. Theliteraturehasstressedthatina
marketpervadedbyinformationasymmetriespricesconveyinformationaboutquality; therefore
demandfunctionsmightbeupwardslopingalongsomecriticalintervals(Stiglitz1987).
Theadmissionratesareacrucialvariabletoexplainhowinstitutionalbarrierstoentry
influencequilibriumquantitiesandpricesinthemarketforaccountants. Letusconsiderthe
supplysidefirst; whencandidatesdecidetotrainandtotrytheexaminationi alocalmarket
whereBoardsareveryrestrictiveintheselection, theyknowthathiswill requirea
career-specificinvestment. Inparticular, thehighprobabilityoffailure, theextendedperiodof
studygivenseveraltrialsneededbeforesuccesswill raiseopportunitycosts. Incumbent
Commercialistiarethereforeprotectedfromcompetitionsothatincomescanraisetoprovidea
fairreturntoaninvestmentthatisatleastpartlysunk. Undertheassumptionthatrestrictive
Boardsarebenevolentinstitutionswhostrivetoadmitonlyhighlyskilledandeducated
candidates, andthataftertheexaminationtherearenospill-oversamongBoardjurisdictions,
institutionalbarrierstoentrymayrevealeffectiveinprovidingqualityandapremiumto
operatingprofessionalsatequilibrium.
As ithasbeenstressedbySvorny(1981), foragivensupplyofCommercialisti, weshould
thereforefindinthedemandequationapositiverelationbetweenBoardrestrictivenessand
incomes. Webelievethathisargumentcanbemorefullyunderstoodinadynamicspecification,
sowehaveintroducedtwolaggedvaluesforadmissionrates.
Thevectorofexogenousdeterminantsincludesocio-economicandanagraphicvariablesthat
aredescribedindetailinTable4. Instead, thevectorofexogenousvariablesinthesupply
equationconveysinformationabouthecompetitivenessofthelocalmarketinwhich
professionalsoperate, namelyentry, exitandthestandardeviationof incomes.
Anongoingdebateinthetheoreticalliteratureonprofessionalservicesi tryingtoestablish
theeffectsofanincreaseordecreaseinthenumberofcompetitorsonfees. Obviously, the
conclusionsofcompetingexplanationsdependontheassumptionaboutheprevailingregime
withintheindustry. Inmonopolisticallycompetitiver gimes, theincreasingmonopolymodel
positsthatwhenthenumberofprofessionalsis larger, searchcostsincrease; thismakes
consumerslesssensitivetopricesothatequilibriumprofessionals’ feesincreasetoo
(Satterthwhite1979). Thetargetincometheoryclaimsthatprofessionalsmayrespondtoan
increaseincompetitionstimulatinginternallydemandfortheirservicesandthenmaintaining
constantorevenincreasingtheirincomes(Evans1974). footnote If insteadsomedegreeon
intra-professionalcompetitionisdisplayed, entrywill plausiblypushdownwardincumbents’
incomes.
In thisrespect, hestandardeviationof incomescanbeinterpretedasaproxyforthe
prevailingmarketconditionontheindustry. If amarketforaprofessionalserviceischaracterised
byalowvariationinincomes, theprofessionalsingeneralsellanhomogeneousgoodand, if a
similartechnologiesareadopted, onewouldexpectaprice-takingbehaviour. Viceversa, ahigh
varianceinincomesmightbeasignalofhighproductdifferentiationa dofthepresenceof
scatteredmonopolisticrentsinthemarket. All thiscausesasubstantialdeviationfromtheideal
ofaperfectlycompetitiver gime. footnote 
Endogenous barriersto entry
In thesecondmodel, wetakeexplicitlyintoaccountthepossiblendogeneityofadmission
rates. In thisspecification, wethereforeassumethatBoards, inestablishingadmissionrates, do
notonlyevaluatetheaveragequalityofthecandidate, butalsotheprevailingmarketconditions.
Weproposethefollowingthreesimultaneous-equationsmodel:
qit = J0 + J1yit +>
j=0
2
J2+jaiÝt?jÞ + J5v Xit + Oit
yit = K0 + K1qit +>
j=0
2
K2+jaiÝt?jÞ + K5v Zit + Rit
ait = L0 +>
j=0
2
L1+jyiÝt?jÞ + L4v Wit + git
  #   
  #   
  #   
Essentially, equation(3) and(4) arethesamedemandandsupplyofthepreviousmodel
exceptforthefactthatwemodeladirectdemandequation. Equation(5) providesour
specificationofthebarrierstoentryfunction; ascustomaryintheindustrialorganisation
literature, barrierstoentryareputinrelationwiththeprofitabilityofthemarket: where
economicrentsarepresent, onecouldarguethatincumbentsendeavourtopreserve
them. footnote Entryrestrictionshavealastingeffectonincumbentsincomewhichisstrongerif
theprofessionoperatesinamonopolyregimeandif Boardscandirectlymanipulatepass-to-fail
ratiosinresponsetomarketconditions. ThevectorWitthereforeincludesthesame xogenous
variablesabouthecompetitivenessofthemarketthatwerepresentinthepreviouspecification
andotherusefulcontroldummies.
Thismodelrepresentalogicalstepforwardwithrespecttothesimpledemandandsupply
sinceitprovidesamoreappropriates ttingtoevaluatethecounterbalancingwelfare ffectsof
entryrestrictionsandtoinvestigatehepossibledeterminantsofadmissionentryunderan
alternativebehaviouralssumptionbyBoards.
Empirical results
Estimatesofthefirstmodelareobtainedbytwostageleastsquares. Bytheordercondition,
bothequationsareover-identified. Weestimatethereforethereducedformofthesupply
equationandreplacequantitywithitspredictedvalueinthedemandequation. Thisallowsto
obtainconsistentestimatesdespitethecorrelationbetweenendogenousvariablesandtheerror
term.
Weperformedaplainordinaryleastsquaresforunbalancedpaneldatainthefirstandsecond
stageassumingconstantslopesandintercepts. Moresophisticatedproceduresthatcouldbe
usefultotestheexistenceof individualorrandomeffectscouldnotbeadoptedsincesome
variablesareaveragesinthetimedimension.
Table5containstheempiricalresultsforthefirstmodel; ourestimatesconfirmtheexistence
ofadownwardslopinginversedemandcurveinthemarketforCommercialisti; he
contemporaneousandlaggedvaluescoefficientofadmissionratesarehighlysignificantand
negative; thisindicatesthatinstitutionalbarrierstoentryareindeedeffectiveinraising
accountants’ income.
Accordingtothetheorywementionedtoinsection3.1, thisindicatestheexistenceofa
substantialpremiumfortheCommercialistaoperatinginaregimewhereentryis limitedby
Boards. Supplybeingequal, consumersseemthereforewillingtopayfortheincreaseinthe
qualityoftheservice.
Excludingpercapitaincomeandthenumberofbanksoperatinginthecross-sectionarea,
socio-economicvariableshavetheexpectedsignandaresignificant. As farastheanagraphic
variableareconcerned, seniorityandmalesexarepositivelycorrelatedtoincomes; usinga
quadraticexpressionforthevariableagewecapturethepeculiarityoftheage-earningsprofile
thatweobservedinthedescriptiveanalysisinsection2.6. Incomesareindeedincreasinginage
butatdecreasingrates. Thetimedummyisnotsignificantdespitetheobservedupwardtrendin
incomesin1987. Theregionaldummyinsteadissignificant, buthasthewrongsign. Asamatter
offact, southernItalyaccountantsarecharacterisedbyfarlowerlevelof incomeswithrespectto
theirnorthernandcentralItalycolleagues, asFigure5and6clearlyindicate.
Aswestatedintheintroductorysection, Boardsdisplaysubstantialdiscretioni the
admissionofnewmembersintheprofession. OnecanfigureoutthatBoardsmightakeinto
accountincomelevelstomanipulateentryandthereforesupply, neglectingtheaveragequalityof
thecandidateastheprimaryvariableduringtheselection. If admissionrateswereanendogenous
variable, theestimatesofthesimpledemandandsupplymodelwouldbeinconsistent.
In thisdirection, wehaveperformedaHausman(1978) testadoptingtheomittedvariable
interpretation; footnote AsTable6shows, wecouldrejectheexogeneityofadmissionratesat
the1%significancel vel. Weturnthereforetooursecondspecificationthatexplicitlytakesinto
accounttheendogeneityofadmissionrates. Three-stageleastsquaresestimatesforthesecond
modelarereportedinTable7. footnote 
In thedemandequation, equilibriumquantityofaccountancyservicesarepositivelyrelated
toprices; thisresultcontradictsheinformationofthepreviousmodel, wherethedemand
functionwasdownwardsloping. If theservicesprovidedbyCommercialistiareasearchor
credencegood, consumersarenotabletoevaluatequalityproperlyandtendtoinferit from
prevailingfees(Nelson1970, DarbyandKarni1973). Therefore, wherefeesarehigher,
consumerstendtoexpandtheirdemandsincetheinformationasymmetryispartiallyfulfilled.
Thesupplyequationis insteadaconventionalupwardslopingfunction; asfeesincrease, alarger
quantityofprofessionalserviceswill besupplied.
Nowweturntothemainvariableof interestofouranalysis. Indeed, whentreatedasan
endogenousvariableinthesystem, admissionratesresultaveryinterestingvariabletoexplain
theequilibriumquantitiesinthemarketforCommercialisti. F rstofall, weclaimthathelagged
valuesfortheadmissionratesdeservecloserattention; evenif it isnecessarytoinclude
contemporaneousvaluesforthatobeapropersimultaneousequationsystem, thereare
well-groundedeconomicreasonstodiscardthatadmissionratescouldhaveanimmediateimpact
onincomesandquantities. As farasincomesareconcerned, it isnotsensibletoestablishany
economiceffectbetweentherateofnewadmissionsinoneyearandincomeinthesameyear;
Commercialistithathavepassedtheexaminationcannotimmediatelygenerateanyrealeffects
onincumbents’ incomes. Thesameargumentappliesforthequantityofaccountancyservices
actuallydemanded. Onceagain, it isratherdifficulthatconsumerperceiveinstantaneouslythe
variationintheaveragequalityoftheprofessional. Theseeffectsaremoretangibleinthe
followingyearsaftersomeconsumptionactivityhasbeencarriedout.
Giventhesecaveats, weobservefirstlyastrongnegativecorrelationbetweenpastadmission
ratesandincomesinthesupplyequation; thisindicatesquiteclearlythatheinstitutionalbarrier
toentryissuccessfulincreatingrents. Onthesamelineofreasoningofthepreviousmodel, the
rationaleforthiseconomicrentcouldbefindinthehigherhumancapitalinvestmentthatis
necessarytostepintheprofessioni alocalmarketwhereBoardsarequiteselective. At this
juncture, it is fundamentaltoestablishif theselectionofcandidatesisnotbiasedbyotherfactors,
namelytheprofitabilityofthelocalmarketorthecompetitivenessoftheindustry. A close
inspectionoftheadmissionratesequationclarifiesthatpastincomeswithintheprofessionseem
tobeanimportantvariabletoexplaintherestrictivenessoftheBoards. Thenegativecorrelation
wefindbetweenpastincomesandadmissionratesindicatesclearlythatheprofitabilityofthe
marketexplainatleastpartlytheadmissionpolicy. Boardsareindeedrestrictivewhere
incumbentsenjoyeconomicrents; inaddition, thesignonstandardeviationof incomes
confirmsthatlesscompetitivemarketsexhibitloweradmissionratesinthemarketfor
Commercialisti.
It ishoweverpossibletofindarationaleforthisanti-competitivebehaviourbyBoards; in
factthepolicyofcreatingandpreservingrentsmaybefunctionaltoprovidearelativelyhigh
returnforthoseskilledCommercialistiwhoaretheonlyadmittedintheprofessionalsociety.
Thisargumentdoesnotseemtooconvincing; first, it isnotatallclearthatapolicyofentry
restrictionshouldmakeconsumersbetteroffif theirdemandisupwardsloping. Second, from
ourestimatestheequilibriumconsumptionfservicesi lowerin localmarketswhereBoards
havebeenrestrictive. Thecoefficientonlaggedadmissionratesinthedemandequationarein
factbothsignificantandpositive. Onecouldthereforearguethathequality-inducingpolicyhas
notbeensuccessfulin increasingthewillingnesstopayforqualityofaconsumerwhois
peculiarlyinclinedtoinferitbyprevailingfees.
Someotherinterestresultsareapparentfromourestimation; inthedemandequation, with
theexclusionofthenumberofbanks, thevectorofsocio-economicvariablesi significantand
hastheappropriatesign. Theregionaldummiesconfirmsomethestylizedfactsthatemerged
fromthedescriptiveanalysis: inthesouthernregions, incomelevelsaresubstantiallyowerand
admissionratesmuchhigher. In thesupplyequation, moreentriesreducetheprofitabilityofthe
market, andthisindicatesthatcompetitiontendstodissipaterents. Finally, despitetherelatively
lowersignificanceofthecoefficientonstandardeviationof incomesinthesupplyequation, we
claimthatalowervariabilityin incomesisassociatedwithlowerpricesandhigheradmission
rates. Thisresultconfirmsthatcompetitionoperatesindownsizingprofitsandthat, where
economicrentsarenottangible, Boardsarenotconcernedtorestrictentry.
Conclusions
In thispaper, wehaveprovidedasystematicstudyonthemarketforItalianaccountants; his
marketdeservescloseattentionsincethesameserviceisprovidedbytwodistinctprofessions
(CommercialistiandRagionieri) whichdifferintermsofinputregulation. By law, only
Commercialistimusthaveauniversitydegreetobeallowedtopractice. Thepaperhasshownthe
existenceofasubstantialearningdifferentialovertheprofessionallifecycle; weclaimthathis
differentialndthecompetitivethreatexercisedbynewentrantsandbythelessqualified
Ragionieril eatbasisoftheadmissionpolicyadministeredbyincumbentCommercialistiwho
arewidelyrepresentedintheexaminingbody.
Ourempiricalresultsindicateclearlythatentryreducesensiblytheprofitabilityofthe
marketandthatheinstitutionalbarriertoentry, namelytheprofessionalexamination, is
effectiveinpreservingmonopolyrentsinthemarket. Furthermore, wehaveshownthathe
admissionpolicyitselfisendogenousanddeeplyinfluencedbymarketcondition. Indeed, the
cross-sectionalvarianceinadmissionratesalloverthecountrycanonlypartiallybeexplainedby
differencesineducationorprofessionalbilityofthecandidates. Ouranalysisindicatesthat,
oncetreatedasanendogenousvariable, admissionratesarehighlynegativelycorrelatedwith
pastlevelof incomes. As farasItalianCommercialistiareconcerned, thisresultcastsome
doubtsaboutheviewthatprofessionalBoardsarebenevolentinstitutionswhostrivetopreserve
highqualitystandardsofactiveprofessionalsandpositsthequestionwhetheritmightrepresenta
possibleguidelineforaninterventionbyanti-trustauthorities.
Thisanalysisobviouslycanbeextendedinmanydirections; first, itwouldbeextremely
interestingtocollectdataonadmissionratesforRagionieri. Thecomparativeanalysisbetween
thetwosegmentofthemarketforaccountantswouldallowtoputinrelationdifferencesin
admissionpolicieswiththeprofitabilityofthetwoprofessions. Inaddition, itwouldbepossible
toestimateproperlythedegreeof inter-professionalcompetitionandofsubstitutabilitybetween
theservicesprovidedbyCommercialistiandRagionieri.
Finally, ourestimateswill probablybeimprovedif wecouldhaveavailableapanelwhereall
variableswerenotaveragesinthetimedimension; inthiscasewecouldtestforfixedorrandom
effectsinthecross-section. Furthermore, itwouldbeusefultocarryoutotherdiagnosticstotest
therobustnessofourspecification. Weleaveallthistofurtheresearch.
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Fig 5 - Regional income distribution of Commercialisti and Ragionieri 1980-85
Fig.  4 - Average income for Commercialisti and Ragionieri 1980-91
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Fig 6 - Regional income distribution of Commercialisti and Ragionieri 1986-91
 Fig. 7 - Average incomes and admission rates for Commercialisti
in selected cities  (1984-91)
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Fig. 8 Average admission rates for the Commercialisti
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Table 1 Cumulative entry rates and income in local markets  - Average values 1980-91
COMMERCIALISTI
ENTRY RATE 
           1 +         *-----*     +-----+     +-----+     +-----+
             |         |     |     |     |     |     |     |     |
             |         |     |     |     |     |     |     |     |
             |         |     |     |     |     |     |     |     |
         0.8 +         |     |     *-----*     |     |     |     |
             |         |  +  |     |     |     |     |     |     |
             |         |     |     |  +  |     |     |     |     |
             |         |     |     |     |     *--+--*     |     |
         0.6 +         |     |     |     |     |     |     |     |
             |         |     |     |     |     |     |     |  +  |
             |         +-----+     +-----+     |     |     *-----*
             |            |           |        +-----+     |     |
         0.4 +            |           |           |        |     |
             |            |           |           |        |     |
             |            |           |           |        |     |
             |            |           |           |        |     |
         0.2 +            |           |           |        +-----+
              ------------+-----------+-----------+-----------+-----------
 INCOME CLASS        1           2           3           4
RAGIONIERI
ENTRY RATE 
           1 +         +-----+        |           |           |
             |         |     |        |           |           |
             |         |     |        |           |           |
             |         |     |        |           |           |
         0.5 +         |     |     +-----+     +-----+        |
             |         |  +  |     |  +  |     |     |     +-----+
             |         |     |     *-----*     *--+--*     |  +  |
             |         |     |     |     |     |     |     |     |
           0 +         *-----*     +-----+     +-----+     *-----*
              ------------+-----------+-----------+-----------+-----------
 INCOME CLASS   1           2           3            4
2Table 2 Relations between income and age - Average values 1980-91
COMMERCIALISTI
INCOME
             |            *           |        +-----+     +-----+
             |            *           |        |     |     |     |
      100000 +            0           |        |     |     |     |
             |            0        +-----+     *--+--*     |     |
             |            0        |     |     |     |     *--+--*
             |            0        |  +  |     |     |     |     |
       50000 +            |        *-----*     |     |     |     |
             |         +-----+     |     |     +-----+     +-----+
             |         |  +  |     +-----+        |           |
             |         *-----*        |           |           |
           0 +            |           |           |           |
              ------------+-----------+-----------+-----------+-----------
      AGE CLASS          <28        28-38       38-47        >47
RAGIONIERI
INCOME
      100000 +            |           |        +-----+        |
             |            |        +-----+     |     |     +-----+
             |            |        |     |     |     |     |     |
             |         +-----+     |  +  |     *--+--*     |  +  |
       50000 +         |  +  |     *-----*     |     |     |     |
             |         *-----*     |     |     |     |     *-----*
             |         +-----+     +-----+     +-----+     |     |
             |            |           |           |        +-----+
           0 +            |           |           |           |
              ------------+-----------+-----------+-----------+-----------
 AGE CLASS        <33        33-41       41-51         >51
Incomes are expressed in thousands 1992 Italian Lire
Table 3 Average incomes in the first eight years after entry
COMMERCIALISTI
INCOME 1991
    90000 +            0           0           |           |           |           |           |        +-----+
          |            0           0           |           |           |           |           |        |     |
          |            0           0           |           |           |           |           |        |     |
          |            0           0           |           |           |           |        +-----+     |     |
    80000 +            0           0           |           |           |           |        |     |     |     |
          |            0           |           |           |           |           |        |     |     |     |
          |            0           |           |           |           |           |        |     |     |     |
          |            0           |           |           |           |        +-----+     |     |     |     |
    70000 +            0           |           |           |           |        |     |     |     |     |     |
          |            0           |           |           |           |        |     |     |     |     |     |
          |            0           |           |           |           |        |     |     |     |     |     |
          |            0           |           |           |        +-----+     |     |     |     |     |     |
    60000 +            |           |           |           |        |     |     |     |     |     |     |     |
          |            |           |           |           |        |     |     |     |     |     |     |  +  |
          |            |           |           |        +-----+     |     |     |     |     |     |     *-----*
          |            |           |           |        |     |     |     |     |     |     |  +  |     |     |
    50000 +            |           |           |        |     |     |     |     |     |     |     |     |     |
          |            |           |           |        |     |     |     |     |  +  |     *-----*     |     |
          |            |           |        +-----+     |     |     |     |     |     |     |     |     |     |
          |            |           |        |     |     |     |     |  +  |     |     |     |     |     |     |
    40000 +            |           |        |     |     |     |     |     |     *-----*     |     |     |     |
          |            |        +-----+     |     |     |  +  |     |     |     |     |     |     |     |     |
          |            |        |     |     |     |     |     |     *-----*     |     |     |     |     |     |
          |            |        |     |     |  +  |     |     |     |     |     |     |     |     |     |     |
    30000 +         + -----+     |     |     |     |     *-----*     |     |     |     |     |     |     |     |
          |         |     |     |  +  |     |     |     |     |     |     |     |     |     |     |     +-----+
          |         |     |     |     |     *-----*     |     |     |     |     |     |     |     |        |
          |         |  +  |     |     |     |     |     |     |     |     |     |     |     +-----+        |
    20000 +         |     |     *-----*     |     |     |     |     |     |     +-----+        |           |
          |         |     |     |     |     |     |     |     |     +-----+        |           |           |
          |         * -----*     |     |     |     |     +-----+        |           |           |           |
          |         |     |     |     |     |     |        |           |           |           |           |
    10000 +         |     |     +-----+     +-----+        |           |           |           |           |
          |         |     |        |           |           |           |           |           |           |
          |         + -----+        |           |           |           |           |           |           |
          |            |           |           |           |           |           |           |           |
        0 +            |           |           |           |           |           |           |           |
           ------------+-----------+-----------+-----------+-----------+-----------+-----------+-----------+----
 YEARS AFTER  ENTRY    1           2           3           4           5           6           7           8
RAGIONIERI
INCOME 1991
          |            |           |           |           |           |        +-----+        |           |
    70000 +            |           |           |           |           |        |     |        |           |
          |            |           |           |           |           |        |     |     +-----+     +-----+
          |            |           |           |           |           |        |     |     |     |     |     |
          |            |           |           |           |        +-----+     |     |     |     |     |     |
    60000 +            |           |           |           |        |     |     |     |     |     |     |     |
          |            |           |           |           |        |     |     |     |     |     |     |     |
          |            |           |           |           |        |     |     |     |     |     |     |     |
          |            |           |        +-----+     +-----+     |     |     |     |     |     |     |     |
    50000 +            |           |        |     |     |     |     |     |     |     |     |     |     |     |
          |            |           |        |     |     |     |     |     |     |     |     |  +  |     |     |
          |            |           |        |     |     |     |     |     |     |  +  |     |     |     |  +  |
          |            |        +-----+     |     |     |     |     |  +  |     |     |     |     |     |     |
    40000 +            |        |     |     |     |     |     |     |     |     |     |     *-----*     |     |
          |            |        |     |     |  +  |     |  +  |     |     |     *-----*     |     |     |     |
          |         +-----+     |     |     |     |     |     |     |     |     |     |     |     |     *-----*
          |         |     |     |  +  |     |     |     |     |     *-----*     |     |     |     |     |     |
    30000 +         |     |     |     |     *-----*     |     |     |     |     |     |     |     |     |     |
          |         |     |     |     |     |     |     *-----*     |     |     |     |     |     |     |     |
          |         |  +  |     |     |     |     |     |     |     |     |     |     |     |     |     |     |
          |         |     |     *-----*     |     |     |     |     |     |     |     |     |     |     |     |
    20000 +         |     |     |     |     |     |     |     |     |     |     |     |     +-----+     +-----+
          |         *-----*     |     |     |     |     |     |     +-----+     +-----+        |           |
          |         |     |     |     |     +-----+     +-----+        |           |           |           |
          |         |     |     +-----+        |           |           |           |           |           |
    10000 +         |     |        |           |           |           |           |           |           |
          |         +-----+        |           |           |           |           |           |           |
           ------------+-----------+-----------+-----------+-----------+-----------+-----------+-----------+---
 YEARS AFTER ENTRY     1           2           3           4           5           6           7           8
Incomes are expressed in thousands 1992 Italian Lire
